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SPEECH BY HONORABLE JOHN E. FOGARTY, M.C, AT HEARING OF THE
HOUSE OF REPRESENTATIVES' SELECT COMMITTEE ON SMALL BUSINESS
AT SHERATON-BILTMORE HOTEL FOYER, PROVIDENCE, RHODE ISLAND
ON APRIL 24, 1951.

Mr. Chairman: I am pleased to have this opportunity to appear before your
distinguished Committee and I assure you that we in Rhode Island appreciate
the interest you are showing in our problems. These problems are of serious
proportions to us and we feel that the fate of hundreds of our small estab-

lishments depends on the finding of solutions to them.

Here in Rhode Island the situation is particularly acute. We
are by nature an area of small business and I know, from personal knowledge
and by representations made directly to me by many small operators, just how
serious the matter is. During the course of this hearing I am sure that you
will be given pertinent and alarming testimony to that effect. ithile Rhode
Island is the smallest State in the nation, we have considerable industrial
and other potential which we want to see utilized in the defense effort. To date

I don't believe that it is being so used.

Our present defense mobilization program is based, in law, on
the Defense Production Act of 1950. The objectives of that Act are to develop
and maintain whatever military and economic strength is necessary to oppose
aggression and to promote peace in the world. Section 701(a) of the Act states,
"It is the sense of the Congress that small business enterprises be encouraged
to make the greatest possible contribution toward achieving the objectives of

this Act",

As a practical matter, from my personal observations, the sense
of the Congress in this regard has not been followed out in our present mobiliza~
tion program. On the contrary, small business has been caught in an economic

sjueeze through its inability to secure a fair share of government contracts
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and through the restrictions placed on it in the procurement of scarce materials.,
As a result, the great industrial potential of small business whose broad base
should certainly be the rock on which our mobilization program is built, is

fast being dissipated. iiany firms have been forced to close their doors and
others are losing their skilled employees to the larger concerns which are re-
ceiving the bulk of government contracts. This fact is borne out by a casual
survey of the help-wanted ads running in our newspapers wherein it is noted that
the larger companies are soliciting employees ~ skilled craftsmen - from many

of the smaller plants., 4 firm whose markets are being dried up and whose em-
ployees are drifting away cannot long survive. Should such circumstances con-—
tinue, we shall soon find ourselves in the same position we were in back in 1942

and 1943 when almost twenty percent of small business was forced out of existence.

I well realize the reasoning behind and the necessity for the
disproportionate use of the larger enterprises in mobilizing our economy. But,
to my way of thinking, such action is taking the easy way out. OUne of the
principles for which we are now fighting is the preservation of our way of life,
which includes the free enterprise system. I think that most of us will agree
that to keep private competitive enterprise we must preserve small business. e
must avoid a long run trend toward even greater concentration of economic poier
than we now know. .Jould it not be a travesty if, in girding ourselves for the
defense of our principles, we should weaken one of those basic principles on

which this country has grown so great?

The easy way of organizing industrial mobilization so that it
depends chiefly on the larger enterprise is not, to my mind, the efficient way
of getting full production. The small companies are a very important part of our
national economy. Thelr output is a vital part of our national strength. 3mall
business must be given an ejual opportunity to produce if America is to develop

her full power.
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There are two principal areas in which the government can give
actual, effective and immediate help to small business concerns. One is to
lighten the burden of government on those businesses by the easing of material
restrictions, and the other is to provide for small business a larger share in
defense contracts. There are other fields in which the government can be of
great help such as in loans, tax relief, and expansion or conversion assistance,
but, I suggest to this Committee, that the greatest of our present probleums are
the two phases of materials and contracts. I'm sure that more will be heard
on these points from the various witnesses and I hope that the Comnittee can

find some way to give small business adequate relief on both.

Certain steps have already been taken to correct this apparent
ineguity. In the rush to meet defense reguirements, the National Production
huthority issued many control orders that were too severe., The theory was that
it was better to have too much than too little.r As military requirements were
more clearly established, some of these original orders were rectified., I under-
stand that NPAA;; now -eewtemplating amendﬁg %lhé order in regard to aluminum.
This would permit, for example, the manufipturer of aluminum blinds er-sters
windowd to continue producing4#43}¢€é§}22‘;:; ric ;s would be put on the
anount of aluminum which he could so use, but, the important point is that he
could continue to operate. again, the NPA order requiring steel producers to
provide steel warehouses with a normal tonnage, reduced only by defense orders, is
a major step to provide a source of supply so that smaller manufacturers can
continue to provide civilian goods. The Controlled iMaterials Plan, when it goes

into effect on July 1lst, will also place the small producer of essential items

in a much better position.

Some advance is seen in the distribution of government contracts

to small business. I am advised that the Army, Navy and Air Force are now work-

ing to break their purchases down into small lots. oSmall business has a much



better chance of securing contracts when the invitations to bid call for smaller

amounts. [Proposed purchases are being given much wider publicity and negotiated

contracts are not being executed to their, former degree. ‘l”b"L‘“"ﬁé’;Z:;;T y
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today's hearing has performea an exceptional service to the small business operators
of the country. The Committee has continuously been in the forefront of the

fight to secure recognition of the rights and the resources of the small manufac-
turer. Through its efforts, certain and definite advances have been made in the
various procurement policies. For these efforts we are truly grateful, but, much

still remains to be done.

Under present law, no one has any real authority to give small
business an equal opportunity to compete for defense contracts or to obtain scarce
materials. This situation will not be corrected until new legislation is passed.
I understand that the 3mall Business Committees of the House and the Senate have
sponsored and introduced a bill which would, if passed, reduce to law many of
those things which we feel would be of great help to the smaller producers. This
bill, the Small Defense Flants Act of 1951, provides, according to its sponsors,
that small business be assisted:

To secure a fair share of government contracts

under the national defense prograu;

To secure a fair share of scarce materials for

essential civilian production;

To be assured fair and eguitable treatment when

acting as sub~contractors;

To obtain loans for expansion and conversion in
the interests of national defense; and

To achieve full economic and industrial mobilization,



I believe that this bill would be of inestimable aid to our Rhode Island concerns
and I assure this Committee that I shall certainly support it and do everything
I can to secure its passage. In my opinion, passage of this bill would do much
to save small business from extinction and at the same time aid the defense ef-

fort immeasurably.

In closing, may I thank the Committee once more for its inter-~
est in our problems. Through your efforts we hope that small business in Rhode
Island is brought closer to the mobilization program through the utilization of
all its facilities. e in Rhode Island believe that small business is the root
of the American free enterprise system. It is the hopg of our economic way of
life and whatever is done to strengthen and preserve it is a direct contribution
to the preservation of our country. It is our plea that the emergency will in
no way impair the operation of that free enterprise system and the element which

essentially symbolizes its existence - the independent small businessman.



